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Doctoral Thesis Summary
For a long time, monetary policy has played a pivotal role in macroeconomic management
and received most of the attention in the literature. In contrast, for many practical and theo-
retical motives, there was a widespread skepticism about the use of fiscal policy as a stabi-
lization tool. This situation started changing in the recent years, with the multiple challenges
faced by monetary policy and the many difficulties that the global economy has been experi-
encing. These reasons pushed many governments to resort to fiscal stimulus, especially after
the Great Recession and in the recent health crisis. However, the renewed attention towards
fiscal policy in the literature revealed that many steps still need to be done before it can be
used efficiently. First, there is a need for a better understanding of the interactions between
fiscal policy measures and the aggregate economy. In the present thesis, I attempt to partly
address this issue by studying the effects of fiscal policy on inflation, the current account
balance and private consumption.
I. Effects of fiscal policy on inflation: a panel VAR approach
In the first chapter, I focus on the relationship between fiscal variables and inflation. The
choice of this topic as a subject of investigation is motivated by the concerns raised by exces-
sive budget deficits in the past years. As opposed to many historical debt overhang episodes,
high indebtedness in the recent years has been accompanied by very low levels of inflation.
Therefore, studying this topic is important, first to understand the reasons why inflation has
remained anemic despite elevated debt levels. Second, it is also useful to know whether an
inflation upsurge is to be expected in the future. The literature on the topic is based on the
fiscal theory of the price level (FTPL) which has its roots in the seminal work of Sargent and
Wallace (1981). The FTPL stipulates that an increase in public debt that is not accompa-
nied by an adjustment of future primary surpluses will lead to an increase of the price level.
Nevertheless, prior empirical studies have not been able to provide strong evidence for the
validity of this theory. In addition, differences across countries are often reported.
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I believe that the absence of conclusive empirical evidence in this area of research can
be partially justified by the fact that effects of monetary policy are not usually controlled for.
Especially that many studies on the FTPL are based on a government debt valuation equation
that mainly emphasizes the role of fiscal variables. The main hypothesis in this research is
that inflation’s response to fiscal policy depends on how monetary policy is conducted. More
specifically, a fiscal determinacy of prices is expected more in a regime of passive monetary
policy/active fiscal policy. In addition, I assume that the fact that it is more common to find
a closer relationship between inflation and fiscal deficits in developing rather than advanced
economies can be explained by a difference in the debt repayment capacity.
The study is conducted based on a panel vector auto-regression (VAR) approach using
annual data for 44 countries over the period 1960-2017. The theoretical model is a log-
linearized equation, derived from a government’s budget constraint, that links inflation to the
primary balance, public debt, interest rates and GDP growth. To account for the assumption
on monetary policy, the sample of countries is split based on a classification of monetary
policy frameworks by country provided by Cobham (2018). In a subsequent step, the as-
sumption on debt repayment capacity is also examined by splitting the sample countries on
the basis of a measure of fiscal space, calculated as the inverse of the number of tax-years
needed to repay the debt (which is a definition close to the “de facto fiscal space” concept in
Aizenman (2010)).
Estimation of the panel VAR model is done following two approaches. In a first step, a
recursive identification strategy is applied, based on the assumption of an active fiscal pol-
icy/passive monetary policy setting (i.e. fiscal variables are the most exogenous). Analysis
of this recursive VAR model is made based on forecast error variance decompositions. Since
the recursive methodology presents some limits (especially the dependence of results on vari-
ables’ ordering), alternative methods that address the endogeneity issue without relying on
the same restrictions are employed. First, the model is re-estimated using the panel VAR
GMM approach suggested by Sigmund and Ferstl (2017). Then, the relationship between
the variables is analyzed on the basis of generalized impulse response functions (GIRF). The
main advantage of this approach is that response functions are not sensitive to the order-
ing of variables in the VAR model (as opposed to orthogonalized impulse response functions
(OIRF)). Using different estimation approaches in the study also serves as a robustness check
for the findings.
3
For the whole sample, results lead to the rejection of the hypothesis of fiscal determi-
nacy of inflation. First, the forecast error variance decomposition shows almost no relation
between inflation and fiscal variables. Inflation’s variations are found to be mainly explained
by past inflation and interest rates. Second, impulse response functions applied to the whole
sample show no statistically significant relationship between inflation and the primary bal-
ance. In contrast, a strong and positive relationship between inflation and interest rates can
be seen in all steps of the study. Third, after subdividing the sample based on monetary
policy frameworks, a very weak response of inflation to primary balance shocks is observed
in inflation targeting, in exchange rate targets regimes and in EU countries. The response
in countries with a discretionary monetary policy framework is high in magnitude but not
statistically significant. The only category where inflation responds negatively to changes in
the primary balance is the category of countries without a national framework. This group
encompasses many partially dollarized Latin American economies (e.g., Panama, Paraguay,
Costa Rica). The relationship between inflation and interest rates is on the other hand signif-
icant and positive in most monetary policy frameworks, except the inflation targeting regime
and EU countries. Overall, this analysis indicates that inflation is less responsive to shocks
when monetary policy is based on inflation targeting. On the other hand, fiscal deficits are
inflationary in countries without a solid national monetary policy framework.
Finally, the fiscal space level is not useful in explaining the relationship between primary
balances and inflation. This is unsurprising as fiscal space groups contain countries with
very disparate economic characteristics. Even if different groupings of countries are tried
(e.g. income), no significant result is obtained. Lastly, among the low fiscal space countries,
only those that do not possess a national monetary policy framework display a negative and
significant relationship between inflation and the primary balance. This further corroborates
the conclusion on the importance of monetary policy in explaining inflation dynamics.
II. Cyclicality, Fiscal Policy and the Current Account Balance
In the second chapter, I attempt to understand how fiscal policy is related to countries’ ex-
ternal balances based on an empirical approach. The main motivation behind the choice
of this topic of research is, on the one hand, the significant increase in public debt in the
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recent period and, on the other hand, the existing disagreement in the literature on the rela-
tionship between fiscal variables and the current account (CA). Although some theoretical
frameworks postulate that budgets deficits and CA deficits are positively related, empirical
evidence suggests that both deficits do not always move in the same direction. Some theories
even posit that both balances can be negatively correlated (e.g., twin divergence hypothesis).
The analysis in this paper is based on the intertemporal model of the CA as discussed
by Obstfeld and Rogoff (1995). Empirical studies for verifying the intertemporal model are
usually based on a present value model (PVM) that is often rejected because it does not
sufficiently capture CA volatility. To remedy this issue, some authors included additional
variables to the model. Some of these variables are interest rates. In particular, some studies
showed the importance of countries’ risk premium in explaining CA volatility. This premium
represents the costs of using the CA as a tool for consumption smoothing (through net foreign
assets). Therefore, the model used in the present study includes the variables of the PVM, in
addition to interest rates and net foreign assets.
Also, an important assumption in this chapter is that cyclicality can explain the discrep-
ancies in the literature on the topic. One justification for this assumption can be drawn from
the intertemporal model of the CA, which suggests a “ceteris paribus” negative correlation
between the CA and the cyclical component of government spending. And at the same time,
it implies a positive relationship between the cyclical component of GDP and that of gov-
ernment spending. Yet, recent literature postulates that fiscal cyclicality is not similar across
countries, entailing that short-run dynamics may not be in accordance with the presupposed
direction of relationships between variables in the model.
The relationship between government spending and the CA is examined based on quar-
terly panel data for 51 countries, from 2002Q1 to 2018Q4. Both aggregate and disaggregate
government spending variables are included. The econometric approach relies mainly on the
heterogeneous structural panel vector autoregression (VAR) methodology of Pedroni (2013).
The core advantage of this approach lies in the fact that it offers the possibility of decom-
posing impulse responses into common and idiosyncratic components. This provides the
advantage of assessing the underlying sample heterogeneity. Cyclicality is included in the
study by estimating cyclicality measures by country and then constructing subsamples based
on these measures (more specifically, a distinction is made between countercyclical, acyclical
and procyclical economies).
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The calculation of cyclicality measures (of fiscal policy and the CA) is performed on data
in domestic currency instead of ratios over GDP, following recommendations by Kaminsky,
Reinhart and Vegh (2004). Data are collected from Datastream and the IFS. In addition,
disaggregate government spending data are extracted from the Government Finance Statis-
tics databases of Eurostat and the IMF. Cyclical components are obtained with the Hodrick-
Prescott filter. This first step of the study shows that fiscal policy tends to be acyclical or
countercyclical in advanced economies and procyclical in developing economies. On the
other hand, the CA tends to behave acyclically or countercyclically. The major components
of government spending are “Compensation of employees”, “Intermediate consumption of
goods and services” and “Social benefits”. A correlation analysis indicates that the CA cor-
relation with total government spending and its components differs country by country, re-
sulting in low average coefficients by country groups based on income and regions.
The panel VAR model is estimated using demeaned data, expressed as a percentage of
GDP. It incorporates the following variables: government spending, short-term interest rates,
net foreign assets, national investment and the CA. A recursive identification strategy based
on this same ordering is used. Findings confirm that cyclicality matters in modeling the
variables of study at the aggregate level. More precisely, a positive shock to aggregate gov-
ernment spending does not always induce a negative response in the CA. This response is
negative and significant only in the case of countercyclical economies with a procyclical CA.
It is also significant but positive in countercyclical economies with a countercyclical CA. The
negative response in the former case is explained mainly by a negative response of the CA to
property income, and to a lesser extent also to social benefits. In the latter group, the positive
response is mainly explained by a positive response of the CA to social benefits.
Cyclicality is however insufficient in explaining the relationship among acylical and pro-
cyclical economies. This results from the substantial heterogeneity within each group as
confirmed by the decomposition of responses to shocks that shows all responses are mostly
responses to idiosyncratic rather than to common shocks. For this reason, the panel study
is supplemented with a time series Bayesian VAR analysis. The estimation is based on an
independent normal-Wishart prior with Gibb’s sampling (10000 iterations and 200 burn-in
draws). As a robustness check, the same model is also estimated with a different prior specifi-
cation based on the Litterman-Minnesota approach. Findings from a variance decomposition
of the CA reveal that the largest components of public spending (compensation of employees,
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intermediate consumption, and social benefits) do not strongly contribute to the CA variation.
This result implies that aggregate demand (specifically the change in imports of goods and
services resulting from changes in government consumption and wages) is not the main chan-
nel through which fiscal policy affects the CA. Conversely, property income is found to be a
significant CA determinant in countries with a relatively high sovereign credit risk over the
sample period, such as Italy and Portugal. Finally, subsidies are found to play a significant
role in the CA of some countries (e.g., Croatia, Austria, Spain, Bolivia).
III. Effects of fiscal stimulus policies on private consumption
In the third chapter, I try to assess the effects of different fiscal stimulus measures on private
consumption using a New-Keynesian model, based on the benchmark of Smets and Wouters
(2003), and estimated with Japanese quarterly data from 1980Q1 to 2020Q3.
The use of fiscal policy to smooth business cycle fluctuations is the matter of sizable
controversy in economic discussions. This disagreement is clearly visible in studies on the
fiscal multiplier that show contradictory results in terms of the size and sign of the multiplier.
Nevertheless, recent literature gives new hopes for the use of fiscal policy to stimulate the
economy because it has shown that the fiscal multiplier can be higher in some particular
conditions (at the Zero Lower Bound on interest rates (ZLB), during recessions, with the
presence of non-optimizing behavior). In addition, some modelling assumptions also affect
the size of the multiplier (e.g., the fiscal rule specification).
In this study, I attempt to verify the premise that some of these conditions can also make
private consumption more responsive to fiscal policy. More precisely, I focus on three con-
ditions: the inclusion of rule-of-thumb consumers, lump-sum taxation (compared to distor-
tionary taxes) and the ZLB on interest rates. Studying private consumption is justified by the
fact that it is usually the most significant component of output. Thereby, the disagreement
over fiscal multipliers could be resulting from the varying effects on private consumption.
This also makes it a critical element in devising successful fiscal stimulus measures or con-
ducting fiscal consolidations. In the particular case of Japan, the formulation of appropriate
policies to boost demand is an important stake, especially after the tax hike measures. An-
other argument for studying consumption is the disagreement on the direction and size of its
reaction to fiscal policy in both the theoretical and empirical literatures.
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The model is estimated based on a Markov-switching regimes approach, in two ver-
sions. The first version (called "baseline model") includes rule-of-thumb consumers with
two regimes (at and outside the ZLB) and fiscal policy based on lump-sum taxation; the
second one (called "extended model") also includes rule-of-thumb consumers and the two
regimes but adds distortionary taxation (on consumption, wages and capital income). Solu-
tion of the model is based on perturbation methods suggested by Binning and Maih (2017).
Prior distributions for the model’s estimation follow common assumptions used for Japan in
models that are close to Smets and Wouters (2003). In the particular case of the monetary
policy rule at the ZLB, prior means are estimated through a threshold regression model. The
Markov process is defined based on constant transition probabilities. The main findings are
from impulse response functions, for shocks to government spending and the different tax
rates. Finally, a forecast error variance decomposition of private consumption is discussed in
a subsequent step.
Results are as follows. First, the model does not generate a crowding-in effect of con-
sumption after fiscal stimulus measures, even though the rule-of-thumb consumers are in-
cluded. This is explained by the prevalence of the Ricardian behavior in the model. In
particular, a close relationship between consumption and lump-sum taxes is found in both
versions of the model. It is true that the dependence on real wages is also higher compared
to models without non-Ricardian households. But because real wages decline after most
measures, they contribute negatively to consumption’s response. In the particular case of a
government spending increase, the positive effect on the economy is through aggregate de-
mand. Since the model assumes that Ricardian households are the owners of capital, they
are the only consumers that benefit from this measure through higher dividends. As a re-
sult, a higher share of hand-to-mouth consumers does not have a positive effect on aggregate
consumption. Including distortionary taxation alters the variables’ behavior through adjust-
ments of the different tax rates (that follow a hump-shaped pattern). On the other hand, no
substantial difference is found between the model’s behavior at and outside the ZLB, after a
government spending increase or a capital income tax cut. The main reason is that inflation
movements offset the effects of zero interest rates in most cases. Conversely, there are some
differences between both regimes after a consumption or a wage income tax cut. These two
measures are generally both detrimental to the economy, but they have the potential to yield
better results over the long-run at the ZLB.
8
A comparison between all the fiscal policy measures indicates that a capital income tax
cut is the most beneficial policy. Although it causes a drop in consumption on impact, con-
sumption tends to increase over time both at and outside the ZLB. The response of output is
positive over the whole simulation period. One main driver of these dynamics is the jump
in investment that follows the policy, which is accompanied by higher labor. Such an in-
crease generates a positive impact through the capital accumulation process that shifts the
economy’s productive capacity upward, and ultimately leads to higher real wages and con-
sumption. Nevertheless, this policy has the disadvantage of increasing public debt more
significantly.
Finally, the variance decomposition analysis shows that private consumption is mainly
driven by labor supply shocks and technology shocks. On the other hand, fiscal shocks do not
affect consumption as much as output. Overall, supply-side shocks are found to contribute
more to economic fluctuations in this analysis than demand-side shocks.
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 （博士論文の題名） The Macroeconomic Effects of Fiscal Policy 
  （論文審査の結果の要旨） ※1,000字内外 
本博士論文は国際市場と日本における財政政策のマクロ経済効果を分析した3論文により構成
されている。論文はそれぞれ国の財政状況がインフレ、経常収支、個人消費に与える効果を
定量的に分析しており、その効果を可視化するためタイプは異なるがインパルス応答（Impul
se Response）関数を用いている点が共通する研究手法となっている。 
第1論文は41カ国におけるインフレと財政状況の関係を分析したもので、国債市場が未発達
の国々へ応用するため、米国インフレと財政の関係を検証したCochrane モデル(2019)を拡張し
債務高を組み込んだ理論式を導いている。Panel Vector Autoregressionを用いて検証した結
果、インフレと財政債務の関係が弱いことを示している。しかし、異なる金融政策によりこの
関係の強度は変化し、不透明な金融政策を実施している国では財政債務がハイパーインフレを
導く可能性が上昇すると論じている。 
第2論文は国際収支と財政政策の関係を、周期性を考慮しながら検証した研究で、一般的な
Impulse Response応答と異なり、財政ショックによる共通応答と国別応答を区別しながら総合
的な反応を検証していることが本論文の特徴である。GDPと財政政策に周期性や双子の赤字に関
する先行研究は存在するが、財政政策と経常収支の明確な関係は報告されていない。51カ国で
構成されているパネルデータを分析した結果、政府の補助金や債務の利払いが経常収支の関係
に重要な役割を担っていることを指摘している。   
第3論文は日本における財政政策の効果を特に個人消費に焦点を当て、Dynamic      
Stochastic General Equilibrium (DSGE)モデルにより分析している。マイナス金利を含む低金
利期間を考慮するため、非線形モデルにより超低金利期間とそれ以外の期間を区別しながら個
人消費の増減を実証した点が評価できる。そして、日本に関する先行研究で考慮されてこなか
った非リカルド的消費者の存在は結果に大きな影響を与えないことや、資本所得税の減税が投
資を増加させ経済回復には一番効果的な政策であることを報告している。 
第1・2論文は7つ国際学術学会（開催地：米国、中国、日本）で研究報告され、東北大学
経済学研究科のDiscussion Paperとしても公開されている。また論文3本とも現在査読付き学
術雑誌に投稿中である。予備審査でのコメントをもとによる論文改正も施され博士研究のレ
ベルに達していると判断した。 
✔剽窃検出ツールを使用して盗用・不正防止のための検査をおこなった。 
（確認をおこなった場合は、☑の中に✔を入れて下さい。） 
